Economic incentives and regulatory framework for shale gas well site reclamation in Pennsylvania.
Improperly abandoned gas wells threaten human health and safety as well as pollute the air and water. In the next 20 years, tens of thousands of new gas wells will be drilled into the Marcellus, Utica, and Upper Devonian shale formations of Pennsylvania. Pennsylvania currently requires production companies to post a bond to ensure environmental reclamation of abandoned well sites, but the size of the bond covers only a small fraction of the site reclamation costs. The economics of shale gas development favor transfer of assets from large entities to smaller ones. With the assets go the liabilities, and without a mechanism to prevent the new owners from assuming reclamation liabilities beyond their means, the economics favor default on well-plugging and site restoration obligations. Policy options and alternatives to bonding are discussed and evaluated.